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CO-OPERATIVE MARKETING OF CALI- 
FORNIA FRESH FRUIT 

SUMMARY 

Fruit shipments from California began with opening of railroad 
communication, 393. — Little profit because of high rates, slow 
trains, and speculative activity resulting in over-production, 396. — 
Co-operative association proposed by railroad, 399. — " California 
Fruit Union," — a temporary success, 400. — Freight rates and icing 
charges, 402. — " California Fruit Growers' and Shippers' Associa- 
tion," — a brief success, 404. — " California Fruit Distributors," — 
a success, 405. — " California (Fresh) Fruit Exchange," — another 
success, 407. — The refrigerator car question in California, 409. — 
Net result of co-operative activity, 415. 



California has been called " the orchard of the 
United States," and the returns of the Federal census 
show that the title is accurately descriptive. This 
single state in 1899 produced twenty-one and a half 
per cent, of the fruit of the entire country ; or expresesd 
in dollars, $28,000,000 out of a total of $131,000,000. 
Its record in orchard fruits was $14,000,000 out of 
$83,000,000; in grapes, $5,000,000 out of $14,000,000; 
and in citrus fruits, $7,000,000 out of $8,000,000. New 
York held second place with twelve per cent., and 
Pennsylvania stood third with a percentage of seven 
and a half. California easily ranked first in the pro- 
duction of deciduous fruits, leading in peaches, pears, 
plums and prunes, and table grapes, and standing 
second in cherries. These figures are now old; but 
it is unlikely that at the next census the pre-eminence 
of California as a fruit state will be lost or even jeop- 
ardized. 



CO-OPERATIVE MARKETING 393 

But a large output of any product of itself may 
signify little in a commercial sense. Commercial 
production of fresh fruit is largely dependent upon 
two factors, — nearness to market and early maturity. 
New Jersey, Delaware, and Maryland owe their prom- 
inence as fruit states to their proximity to large cen- 
ters of consumption; and Georgia, Florida, and Texas 
are so favored by nature that they can dispose of their 
crops at a season when most of the fruit elsewhere 
is still green on the trees. Yet when rated accord- 
ing to output these states stand low. New Jersey 
ranks eighth; Maryland, fourteenth; Texas, twentieth; 
Florida, twenty-second; Georgia, twenty-ninth; and 
Delaware, thirtieth. California's supremacy in both 
size and importance of output is due to its rich soil 
and mild climate, which make possible an early 
yield and good quality; and to its extensive 
area, which assures not only a surplus over local 
demand, but also a great variety throughout the 
year. 

To raise fruit involves no small amount of labor 
and risk even where transportation is not a source of 
great difficulty. When the orchard is two thousand 
and even three thousand miles from market, the grower 
is confronted not only with the danger of frost, the 
ravages of insects, and the competition of fruit from 
other localities, but also with the problem of getting 
the fruit to the consumer at an expense which will 
allow a fair return for his outlay of capital and effort. 
It is the purpose of this paper to trace the develop- 
ment of a single phase of the fruit industry of Cali- 
fornia — the distribution of its green deciduous fruits 
in Eastern markets. It will be of interest first to out- 
line the growth of fruit raising in the state from the 
beginning to the time when the opening of railroad 
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communication with the East made commercial pro- 
duction possible. 

The Spanish padres were the first fruit growers in 
California. But altho they had orchards at most 
of their missions, they were beyond the range of any 
market. Next were the Russians, who had an orchard 
at Fort Ross, Sonoma County, as early as 1812. By 
1830 some serious attention was given to fruit raising 
in this county of Sonoma, and in the early forties the 
planting of fruit trees was begun in Los Angeles and 
Yolo counties. But like everything else in the state, 
the fruit industry may be said to date from the Ameri- 
can occupation. With the gold rush came a demand 
for all varieties of food products, and prices of fruit 
soared to heights untouched before or since. A pound 
of fresh fruit would sell above fifty cents, and often 
as high as a dollar; and we are told of one instance 
when peaches were sold at Sacramento for two dollars 
apiece. Apples were first brought from South America 
in 1851, and sold at fifty and seventy-five cents a 
pound. Such prices naturally stimulated production. 
Orchards were started in Oregon to supply the Cali- 
fornia market, and beginning about 1855 attention 
was drawn toward the fruit-growing possibilities of 
the soil of California. Trees were obtained from 
Oregon and from the East, and set out, first along the 
river bottoms and on the desirable lands near the 
coast, and afterwards in the foothills and even in the 
higher altitudes. In a short time the output was far 
in excess of local needs, and prices sagged accordingly. 
But the state still depended upon the East for dried 
fruit. In 1863 Governor Stanford in an address be- 
fore the State Agricultural Society at Sacramento 
went so far as to advise that the legislature should 
offer " liberal premiums for the first hundred barrels 



CO-OPERATIVE MARKETING 395 

of dried apples and for the first hundred half barrels 
of dried peaches or plums so packed as to keep through 
a California season." 1 

Dried fruits were imported as late as 1869. Before 
that date some shipments were made in the opposite 
direction, but on account of the high wages on the 
Pacific Coast and the difference in exchange between 
California gold and Eastern greenbacks, such ventures 
could not be made at a profit. 

The possibility of shipping fresh fruit to Eastern 
markets now became uppermost in the minds of the 
growers, who had already demonstrated that in most 
parts of the state fruits ripened several weeks earlier 
than in the East, and that the California product was 
superior both in size and in richness of color. This 
gave promise of better conditions as soon as the open- 
ing of the railroad to the Atlantic states should make 
possible direct and rapid communication with their 
markets. 

II 

The last spike on the Pacific railroad was driven 
in May, 1869, and within the year fruit to the amount 
of 300 tons was shipped to the East where it brought 
fair prices. Pears in good condition sold at fifteen 
cents a pound, and fancy grapes, at thirty cents, but 
freight charges were so high — $1,350 per car to Chi- 
cago — that none but the better class of buyers could 
be reached. These early shipments were made by a 
few large growers who were able to take great risks. 
As the fruit became more generally known, shipping 
houses were established to handle the output of the 

1 State Agricultural Society, Transactions, 1863, p. 48. The suggestion was not 
adopted. The legislature had already passed " an act for the encouragement of agri- 
culture and manufactures," (Statutes of 1862, chap. 302), but this was repealed after 
a few years. 



396 QUARTERLY JOURNAL OF ECONOMICS 

smaller growers. Gradually the quality of the fruit 
was improved, new varieties were introduced, and 
better methods of handling and packing devised. 
But for fifteen years after the first Eastern shipments 
the fruit industry was regarded as of only secondary 
importance, and not to be compared with the raising 
of wheat or cattle. The railroads were inadequately 
equipped for carrying the fruit, and with the utmost 
care in selection only the hardiest varieties, such as 
pears, grapes, and Gross prunes could be profitably 
shipped. This was because the sole cars available 
were common cattle and box cars, hauled only on slow 
trains. 

Nine hundred tons of green deciduous fruit were 
shipped East in 1871 at an " average line " rate of 
$3.38 per hundred pounds. 1 In 1874 with the rate 
at $2.50, shipments amounted to 2500 tons, but the 
next year with the same rate only 1450 tons were 
shipped. The rate by 1884 had fallen to $1.50, and 
the shipments reached a total of 5998 tons. 

Beginning in the early eighties something of the 
possibilities of the fruit industry came to be more 
widely understood, and there began a general rush to 
buy fruit lands which, obtained at low prices and 
planted on credit, would insure a competence for life. 
Not only were country people concerned in this boom, 
but, when prices had considerably advanced, clerks 
and small tradesmen, and even school teachers sought 
to put their savings into an industry of which they 
knew nothing except its promise of large returns. 
With the increased output which resulted from this 
movement, it became evident that production was a 
simpler matter than sale at prices which would cover 

2 This rate was obtained by dividing the total freight charge to points on the Mis- 
souri and Mississippi rivers by the number of hundred pounds shipped during the 
season. 
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expenses and interest charges on land bought at specu- 
lative prices. It was found, also, that the exaggerated 
statements of the profits of fruit raising in California 
had led people in other states to enter so promising 
an industry, and in consequence many sections of 
the country to which California had looked for pro- 
spective buyers would soon be in the market as 
competitors. 

With the exception of the earliest shipments, the 
fruit was purchased outright from the growers by 
dealers who forwarded it to the Eastern cities, where 
it was disposed of at private sale. But as the ship- 
ments increased, prices fell, for the Eastern jobbers 
were fully informed of the promise of a steadily in- 
creasing output, and they were naturally disposed to 
hold off for a lower level of prices. In consequence 
the shippers became each year less inclined to buy 
outright from the growers, but they were willing to 
handle the fruit on a commission basis, making what- 
ever cash advances were necessary on the security of 
the growing crops. The growers were without option 
in the matter, for they were not prepared to as- 
sume risks which were too great for those who were 
in touch with all conditions affecting the fruit indus- 
try. In California, as elsewhere, the commission 
business has been the medium for a tremendous amount 
of sharp dealing, and it was not long before the growers 
came to condemn all who were concerned with the 
marketing of their fruit. Even the most reliable 
houses, however, at times found it impossible to make 
favorable reports upon their consignments. The bulk 
of the fruit was sent to the large cities, and when, 
as frequently happened, their markets were over- 
supplied, sales were made at a loss. On a falling mar- 
ket, when shippers had advanced money on the fruit, 
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they would not hesitate to sell at any figure which 
would enable them to recover. 

The time made by regular freight trains was so slow 
and uncertain that most shipments of fruit came to 
be made on passenger trains; but altho the rate of 
$800 per carload to Chicago was almost prohibitive, 
it was not until the beginning of 1885 that a reduction 
to $600 was made. Whatever the rate or mode of 
shipment, charges had to be guaranteed; and when 
a consignment failed, the grower suffered a double 
loss. And there seemed little hope of relief, for it was 
evident that production had outstripped the facilities 
and methods of marketing. 

When in 1881 the fruit men had assembled in the 
first of a series of annual state conventions, two great 
obstacles to the profitable marketing of fruit were 
pointed out. One was, of course, excessive freight 
charges; the other, want of care and honesty in selec- 
tion and packing. 1 No remedy was suggested, how- 
ever. The question of freight rates was again taken 
up at the convention of 1884, and after some lively 
debate a committee was delegated to confer with the 
management of the Central Pacific railroad. It was 
generally agreed that a moderate reduction would 
afford the needed relief, and that it was necessary to 
impress the railroad officials with the idea that their 
interests and those of the growers were mutual. It 
was very generally agreed, also, that such action had 
been too long delayed, for up to that time no busi- 
ness-like approach had ever been made to the rail- 
road, nor had any been suggested. But there were 
some who pointed out that a conference could 
bring no relief because the railroad would require 
an agreement that a specific number of carloads 

1 State Horticultural Commission, Report, 1881, p. 59. 
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should be offered for shipment daily, — a condition 
which the growers were not prepared to meet. One 
speaker, with singular lack of the prophetic sense, 
ridiculed the idea that any committee would ever 
be able to exercise control over the shipments of 
individuals. 1 

As had been predicted, when in 1885 the committee 
petitioned for relief it was asked to give a guarantee 
that a definite quantity of fruit should be regularly 
turned over to the railroad. To that end President 
Stanford suggested that the fruit men should unite 
in an organization which might make the required 
agreements. He offered if this were done to put on 
a special train of fifteen ventilator cars which should 
run to Chicago on a fast schedule at a rate of $4500 
for each train. These trains, he said, could be run 
on alternate days if there should be insufficient fruit 
for a daily service, but he insisted that there could 
be no special service without a contract with some 
responsible association. Here was not only an op- 
portunity for better service and lower rates, but 
through the organization which would be required 
to obtain them, control might be exercised over in- 
dividuals in the matter of selection and packing of 
the fruit. Having failed to profit singly the growers 
were now forced to come together, and it is note- 
worthy that the first active suggestion in this direc- 
tion was made by the head of the transportation 
interests with which they have been in almost con- 
stant contention. 

A reduction in fruit rates on ordinary freight trains 
was announced at about this time. Hitherto the 
rate to Chicago had been $400 per car; it was now 
made $200. The rate for fruit hauled on passenger 

1 State Board of Horticulture, Report, 1883-4, pp. 62-68. 
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trains had already been reduced at the beginning of 
the season of 1885, and further reductions were re- 
fused on the ground that this was a sort of traffic 
which should be discouraged. 



Ill 

The " California Fruit Union " was incorporated 
in November, 1885, with a nominal capital of $250,- 
000 in shares of one dollar each. The organization 
was based upon a plan of acreage representation, 
under which each member was privileged to subscribe 
for one share for each acre of bearing orchard in his 
possession. None but growers were therefore eligible 
to membership. Control was vested in a board of 
trustees whose function it was to market the fruit 
of members upon the consignment plan at the regular 
commission of ten per cent., and to distribute the 
surplus at the end of each year. The leaders in 
the movement hoped to attract to the organization 
the growers of the entire state, and with the power 
that unified control would give, so route the fruit 
that one consignment might not compete with an- 
other. The citrus fruit growers, however, were never 
attracted to membership, and it was only after much 
argument that the five local co-operative associations 
of deciduous growers already in the state were in- 
duced to merge with the Union. 1 

At the end of the first year the new organization 
could not be called a success. Membership had grown 
slowly, for while all growers professed sympathy with 
the Union, many were unwilling to assume any re- 
sponsibility. Much fruit was still shipped through 
commission merchants and sold in competition with 

' Ibid., 1885-6, pp. 78-90. 
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the consignments of the Union. There were also 
many unforeseen difficulties of the sort which are 
incidental to the starting of every organization. The 
special trains afforded no relief, for the Union was 
never able to assemble more than nine cars at any 
one time. Shipments upon passenger trains were 
therefore continued. To remedy this condition, the 
railroad in 1887 reduced to ten the minimum number 
of cars required, and established a new rate of $4000 
per train. The outside shippers controlled over half 
the fruit of the state, and while the Union stood will- 
ing to handle shipments of non-members for a com- 
mission of five per cent., the shippers considered this 
rate excessive. They therefore united in an inde- 
pendent association, which had the sole function of 
assembling cars to take advantage of the special train 
service. The members of this association had no 
agreement as to prices. Each sold as he saw fit, and 
competed freely with the others. Thus the benefit 
of the special service, for the enjoyment of which the 
Union had been organized, accrued not to the Union, 
but to the outside shippers. 

At the fruit growers' convention of 1886 the affairs 
of the Union were discussed with great thoroness. 
It was generally admitted that a year's experience 
had been sufficient to show that no organization could 
control all shipments from the state on the consign- 
ment plan. While there were many growers who 
were prepared to ship all their fruit in this manner, 
and wait an indefinite time for returns, there were 
others who whether from necessity or choice preferred 
to sell at a fixed price, leaving to the shipper the risk 
of marketing. As the only way to eliminate the 
competition of the fruit of this large class of growers, 
the Union now invited the shippers to membership. 
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The invitation to the shippers to enroll in the Union 
was without result, for the shippers saw that they 
did not need the Union so much as the Union needed 
them. An effort was made to force them into the 
organization by inducing the members to agree not 
to sell to outsiders any fruit intended for Eastern 
markets, but this only served as an incentive to dis- 
honesty. 

There never was a time when the Union controlled 
so much as half of the fresh fruit output of the state. 
By an agreement with the Earl Fruit Company in 
1887 it was able to have a voice in the routing of about 
ninety per cent, of the shipments; but internal dis- 
sensions were never quiet, and this advantage could 
not be retained. For a year or two the Union ap- 
peared to have the support of a majority of the 
growers, but membership began to drop off, and 
among those who early quit the organization were 
some of the leading fruit men in the state. 

As for the railroads, their special service was grad- 
ually improved, and the time was fairly satisfactory; 
but only the hardy varieties of fruit could be shipped 
until 1888, when refrigerator cars were introduced. 
These cars were owned and operated by private firms 
which charged rates which varied with the distance 
and the season. To Chicago the rates ranged from 
$185 to $245 per car, and this was in addition to the 
regular charge for hauling. Except at the very be- 
ginning, both of these charges were collected by the 
railroad officials. In 1891 the railroads effected a 
general increase in freight rates by withdrawing the 
distance tariff to points in Western territory, and 
imposing a " blanket " rate of $300 per car. This 
was the old Chicago rate; and the change was jus- 
tified upon the ground that markets west of this city 



CO-OPERATIVE MARKETING 403 

were beyond the range of fruit from the Southern 
states, and could therefore bear proportionately 
heavier charges. In this period of readjustment the 
refrigerator rate was fixed at $125 a car to Chicago, 
and proportionately to points farther east. The 
total charge now became: to Chicago and other 
Western points, $425; to New York, $535; and to 
Boston, $549.40. 

With the growers in financial distress, it was to be 
expected that criticism of the Union should become 
general. The shipping houses were eager to increase 
this feeling of discontent, and zealously spread abroad 
the charge that the Union was nothing but a private 
shipping organization controlled by a few large grow- 
ers, who with the Eastern agents took all the profits. 
It was not long before the growers were selling their 
fruit for cash wherever they could find a purchaser, 
regardless of their obligations as members of the 
Union. By 1893 the Union had fallen to the rank 
of a local organization, and in 1894 operations were 
suspended. 

IV 

The matter of proper methods of marketing re- 
mained a problem, and all admitted that the fruit 
was poorly distributed throughout the East. Dif- 
ferent lots frequently met in the same market to the 
destruction of all profits, and because of this fact the 
growers in California were unable to obtain fair pro- 
fits even in 1894 when the Eastern fruit crop was a 
failure. In that year (1894) the California Fruit 
Exchange had been incorporated, with somewhat 
ambitious plans for a federation of local associa- 
tions and for limitation of shipments; but it came to 
nothing, for virtually no subscriptions to its capital 
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stock came in. 1 At the same time, a movement was 
started toward the establishment of an organization 
which should confine its activities to the work of mar- 
keting. The result was the organization of the " Cali- 
fornia Fruit Growers' and Shippers' Association." 1 
Intelligent distribution was now to be made possible 
through the publication of a daily bulletin contain- 
ing a statement of all consignments of fruit, the con- 
tents and destination of each car, and the probable 
time of arrival. Shippers could thus avoid sending 
their fruits to markets which were already provided 
for. Each one, however, could still keep the knowl- 
edge of his shipments to himself, for it was unneces- 
sary for the railroad in issuing its statement to give 
the names of consignors. 

The Association was a success for a few years. Its 
effectiveness then decreased as some of the shrewder 
ones among its members devised a plan by which 
they might defeat the purpose of the organization 
while keeping within the letter of its rules. The 
method was simplicity itself. A shipper desirous of 
getting ahead of rival houses would bill all his cars 
to a nominal destination, and as soon as the fruit was 
en route and the bulletin published, he would divert 
his consignment to other points. As there was no 
published record of diversions, this practice made 
control of distribution impossible. Another demoral- 
izing practice was due to the habit of shippers of de- 
pending too implicitly upon their Eastern agents for 
instructions in the matter of choosing a market. 
Whenever an agent reported good prices in his city, 
fruit would immediately be diverted to that point, 
and as all agents were about equally supplied with 

1 See State Board of Horticulture, Report 1893-94, pp. 28-35; also E. F. Adams, 
The Modern Farmer, pp. 498-504. 
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news of market conditions, their instructions were 
practically identical. Hence as soon as favorable 
reports came from any city, fruit was rushed to that 
point and the market overstocked. Such conditions 
emphasized the need for an organization which should 
have full power over the matter of diversions. To 
this end the " California Fruit Distributors " suc- 
ceeded to the Association in 1902. 



The Distributors' organization is a league of ship- 
ping interests which handles no fruit on its own 
account, but acts as a clearing house for the consign- 
ments of its members. Its membership includes 
not only the commercial shippers, but also large in- 
dividual growers who ship on their own account. 
When a shipper loads a car he indorses the bill of 
lading in favor of the Distributors, and sends it to the 
central office at Sacramento. At this office is kept 
a detailed record of fruit in transit and all available 
information upon market conditions in each large 
Eastern city. The management is accordingly able 
to decide whether the fruit shall go as billed, or be 
diverted to some point where the market gives prom- 
ise of a better demand for fruit of that particular 
variety, quality, and degree of ripeness. In the same 
way, it can pass upon the diversions which a shipper 
may desire. 

About sixty per cent, of the fruit controlled by the 
Distributors is handled in this manner, and sold in 
the auction markets of the East. The rest is dis- 
posed of by means of f.o.b. shipments in carload lots. 
This plan was devised by the Distributors to put an 
end to uncontrolled consignments, so far as it should 
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be possible. By this method a shipper consigns fruit 
to his agent, or directly to the buyer, and makes a 
draft upon the bill of lading for its value. A uniform 
price is fixed in California, and under no circumstances 
can this price be reduced on fruit leaving the state 
on any one day. In this way it is possible for ship- 
pers to count with certainty upon their returns, and 
buyers may have the assurance that they are re- 
ceiving impartial treatment. The system has not 
always worked successfully, however, for f.o.b. ship- 
pers have in many instances worked injury to those 
who sell through the auction houses. 

It must not be supposed that because of their mem- 
bership in a large central organization, the shippers 
belonging to the Distributors enjoy a monopoly of 
the business of supplying Eastern markets with Cali- 
fornia fresh fruit. There are several large indepen- 
dent houses in the state, and a large part of the fruit 
carried over the Santa Fe comes from such shippers. 

Distribution would be a comparatively simple 
matter if the time of transit were a constant factor, 
but it is now necessary to discount the scheduled time 
of arrival, and to base diversions largely upon guess- 
work. Ever since fruit has been shipped out of the 
state there have been complaints of the slow and ir- 
regular time made by the railroads. At rare inter- 
vals cars have gone through to Chicago in six days, 
but the average for any season would be nearer twelve. 
Yet next to passenger trains, fruit trains are given 
preferred service upon all Western roads. At various 
times the growers in convention have asked the South- 
ern Pacific to agree to a definite schedule for an en- 
tire season, and to return a portion of the charge 
whenever this schedule is not kept. This is asking 
a privilege that is not enjoyed by any variety of traffic, 
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not even by passengers. If granted the carrier would 
assume the greatest risks in the fruit business. It is 
obvious that much may happen on a two thousand 
mile haul to disarrange the best planned schedule. 

Time of transit is intimately connected with the 
quality of the fruit, for with quicker service the fruit 
could be left longer on the trees to acquire more of 
the flavor of maturity than is possible under present 
conditions. If it were not for the excellent carrying 
qualities of California fruit, and for the fact that it is 
packed in better shape than almost any other fruit 
in the world, it would meet with much less favor in 
the markets of the East. Fast time is more to be 
desired than low freight rates, and now that the pri- 
vate car question has been disposed of by congress, 
the energies of the growers may be concentrated in 
an effort to obtain it. With the great amount of 
betterment work done upon the Pacific lines within 
the last few years it is reasonable to expect that 
better service will come, for fruit traffic constitutes 
no small proportion of the business of the freight 
moving eastward over those lines, and it is the east- 
bound traffic which they are striving to encourage. 



VI 

The fruit growers' convention of 1899 appointed 
a committee to consider the advisability of organiz- 
ing a co-operative association which might take over 
some of the functions of the Union which had not 
been assumed by the Fruit Growers' and Shippers' 
Association. After two years of investigation this 
committee reported in favor of the plan. Altho the 
season of 1901 was then well advanced, the " Cali- 
fornia Fresh Fruit Exchange " was organized, and 
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local associations were formed in the fruit shipping 
centers, chiefly in Placer County. 

The new organization enrolled as members, indi- 
vidual growers and shippers, and representatives of 
local associations. These local exchanges were organ- 
ized wherever enough growers could be got together 
to insure the shipping of a carload of fruit as often 
as every other day. When a car was loaded by one 
of these exchanges the central office determined its 
destination, and looked after its sale. No single 
method of sale was followed, but from the first the 
business was conducted on a cash basis. The usual 
rate of commission — seven per cent. — was charged, 
and the surplus was divided at the end of each year 
in the proportion which each member's consignments 
bore to the total business of the season. This method 
has been followed to the present time, except that 
in 1907 the Exchange was reorganized on a stock basis 
in order to make possible what was thought a more 
equitable distribution of profits. 

From the first the Exchange has advanced money 
upon crop mortgages, for its managers have taken 
the stand that the experience of the Union demon- 
strated the necessity for this practice if members are 
to be retained. In this and in other particulars they 
have shown an appreciation of the fact that to sur- 
vive in a competitive business a co-operative organi- 
zation needs all the elasticity of a private concern. 
The Exchange has therefore been a success; and its 
growth has been continuous until it now ranks as the 
third largest shipper of fresh fruit in the state. Dur- 
ing the first two years following its organization, the 
Exchange conducted its sales through the agencies 
of the Southern California Fruit Exchange. In 1903 
when the Distributors succeeded to the Fruit Grow- 
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ers' and Shippers' Association, the managers of the 
Exchange at first regarded the move as evidence of 
hostile intentions on the part of the allied shipping 
houses, but this fear was soon dispelled, and the Ex- 
change has since been enrolled as a member of the 
Distributors. 

VII 

The Pacific Fruit Express Company, a subsidiary 
of the Union Pacific, assumed the refrigerator busi- 
ness upon the Harriman lines late in 1907 as the re- 
sult of the changes effected in the interstate commerce 
law by the legislation of the preceding year. The 
enactment of the Hepburn bill has therefore removed 
the greatest obstacle in the way of profitable mar- 
keting of California fruit, — the private car. The 
private car question has meant a different thing to 
different persons and to different sections of the coun- 
try. To the traffic managers of the railroads it has 
widened out into the refrigerator car question, the 
stock car question, and the tank car question. To 
the consumers of meat products, the question has 
been intimately concerned with the cost of living. 
To the fruit grower it has been the vital factor in the 
marketing of a highly perishable commodity which 
is classed as a luxury. 

The refrigerator car was perfected in the late sev- 
enties, and after several years of use in the meat trade 
it was employed in carrying fresh fruit, first in Michi- 
gan and, beginning in 1888, in California. In the 
early years of refrigerator shipments from California 
a number of companies shared in the business, but 
under stress of competition for favorable terms with 
the carriers on the one hand and with the big ship- 
pers on the other, the number was gradually reduced. 
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Except for a few years when the charge for this ser- 
vice varied with the season and distance, the icing 
rates to Chicago were: from Sacramento and points 
east, $125; from points on the Central Pacific west 
of Sacramento, $140; from Fresno and points south 
and Marysville and points north, $150. An addi- 
tional charge of $25 was exacted for cars running on 
passenger time. To New York the rates were $50 
higher than to Chicago. The bulk of refrigerator 
traffic was for several years hauled upon passenger 
trains, and so was forced to pay the extra charge. 

Railroad officials were at first disposed to defend 
these charges, but whether to divert some of the wrath 
of the growers from themselves to the refrigerator 
companies, or for other reasons, they finally reversed 
their attitude. In 1896 Vice-President John C. 
Stubbs of the Southern Pacific Company admitted 
that these rates were excessive, and that they afforded 
a profit out of all proportion to the capital involved, 
or to the nature of the service. He said that because 
the cars were hauled empty west-bound, and also 
because of their excessive weight, " the Southern 
Pacific Company pays no rental for their use and 
charges the refrigerator car companies 25 per cent, 
in addition to its share of the through freight. . . . 
This amounts to 11| cents per 100 pounds for 
the Chicago destination." 1 In 1901, however, Mr. 
Stubbs' testimony before the Industrial Commission 
showed that a new arrangement was in effect which 
was much more favorable to the owners of these cars. 
" The ordinary rate paid by Eastern roads is a 
cent a mile," said Mr. Stubbs. " It ranges from 
three-fourths of a cent to one cent, for the use of re- 
frigerating cars; but we pay less." 2 The rate paid 

1 Board of Railroad Commissioners, Report, 1895-96, p. 74. 

2 Report of the Industrial Commission, IX, p. 769. 
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by the Southern Pacific and by the Santa Fe at that 
time was three-fourths of a cent per mile, but neither 
paid any mileage upon empty returning cars. In 
this sense the rate paid was less, as Mr. Stubbs tes- 
tified. It was later reduced to three-fifths of a cent 
per mile. 1 East of Ogden, Albuquerque, and El 
Paso, and west of the Mississippi, and also upon the 
Chicago-Boston route via Montreal, the rate was 
one cent a mile. Elsewhere it was three-fourths of 
a cent, regardless of whether the cars were loaded or 
not. 

By 1898 the number of refrigerator car lines hand- 
ling California fruit had been reduced to three, and 
of these the Fruit Growers' Express, an Armour line, 
and the Continental Fruit Express, controlled by 
Mr. Edwin T. Earl of the Earl Fruit Company, did 
practically all the business. The Southern Pacific then 
announced that it had " yielded to the verdict of the 
growers," and engaged from these two companies 
all the refrigerator cars needed for the deciduous fruit 
traffic. In justification of this act the officials claimed 
that they needed to be assured that cars would al- 
ways be available, and that facilities for icing would 
be maintained; furthermore, they declared that for 
them to accept cars from any companies which might 
choose to offer them would result in endless confusion. 

This arrangement placed these two lines in abso- 
lute control. The fruit men at once protested against 
the unfair advantage which was given to the Earl 
Fruit Company by this contract, and Mr. Stubbs has 
since admitted its injustice. 2 The agitation became 
so strong that in about a year the Continental Fruit 
Express was sold to Armour, though it was still 
operated as an independent line. The effect of this 

i 10 I. C. C. Rep. p. 608. 2 9 I. C. C. Rep. p. 197. 
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transaction, however, was negatived by another trans- 
action which took place at the same time, but which 
was not publicly announced, - — the sale of the Earl 
Fruit Company to Armour. For a time the fruit 
growers were in the dark as to what had taken place, 
but it was not long before they recognized that con- 
ditions were unchanged, though they could only 
suspect that Armour had an interest in the fruit busi- 
ness. In 1904 after he had disposed of his interest 
in the Earl Fruit Company, Mr. Armour admitted 
that he had purchased the fruit company and the 
express company from Mr. Earl at the same time. 1 

In the meantime, refrigerator charges had been 
reduced. From Sacramento and other California com- 
mon points to Chicago the rate was now $80 per car; 
from all other California points, $100 per car. The New 
York rate was $20 higher than the Chicago rate. 

The Santa Fe in 1904 first attempted to compete 
with the Southern Pacific for the California fresh fruit 
traffic. It erected warehouses at Antioch on the San 
Joaquin River, near its confluence with the Sacra- 
mento, and by means of steamboats assembled fruit 
for shipment in the cars of the Santa Fe Refrigerator 
Despatch Company. This company is a subsidiary 
of the railroad, but it is independently operated. It 
does not own any cars, but leases them from the rail- 
road company for a percentage on their cost with an 
additional charge for operation and repairs. Like 
the other refrigerator lines it has received the regular 
mileage rates from the railroads over which it has 
operated. 

In 1904 Mr. James Watson, who had been presi- 
dent of the Porter Brothers Company until its failure 

1 I. C. C. In the matter of the transportation of freights by common carriers 
in cars not owned by said common carriers, p. 50. 
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in 1903, testified before the Interstate Commerce Com- 
mission that since 1896 he as an individual had leased 
cars from the Fruit Growers' Express at rates much 
less than the published tariff, and rented them at the 
full rate to the Porter Brothers Company, and to the 
six large shipping houses with which this company- 
was affiliated. In addition to his profits from this 
arrangement, he also received occasional rebates from 
the carriers until 1900. Altogether his gains from a 
year's business amounted to as much as $50,000. 
Mr. George B. Robins, vice-president of the Armour 
car lines, testified that the published refrigerator 
tariffs on California business represented the maxi- 
mum charge, which was collected only under excep- 
tional circumstances. Bills were introduced which 
showed that when the published rates from Sacra- 
mento to Chicago had been $80, the actual rates in 
some instances were as low as $10.32, — the differ- 
ence having been returned to Watson as a rebate. 
At this hearing, also, Mr. J. S. Leeds, manager of the 
Santa Fe refrigerator line, testified that when he had 
attempted to obtain shipments of deciduous fruit from 
northern California he found that the Armour lines 
were rebating from $25 to $30 a car on the refrigera- 
tor charges, and that altho he gave the same rebates 
he was unable to make arrangements with any of 
the members of the California Fruit Distributors 
except the California Fruit Exchange. 

It was the decision of the Interstate Commerce 
Commission in several cases under the old law that 
the furnishing of refrigeration was a part of trans- 
portation, and that when the carriers compelled ship- 
pers to pay such charges as were fixed by the car lines 
or do without the necessary service, these charges 
constituted an integral part of the cost of transpor- 
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tation and so became subject to the authority of 
the Commission. 1 The railroads, however, contended 
that refrigeration was a special service, and that a 
special and distinct charge was therefore proper. The 
new rate law has made unnecessary the judicial de- 
termination of this question by specifically providing 
that railroad companies must furnish proper equip- 
ment for the transportation of the traffic offered. The 
Commission now has full authority over the refriger- 
ator service, for the law makes the refrigerator rate 
a part of the rate for transportation. 

Refrigerator charges in the season of 1906 were 
reduced as the result of an agreement between the 
Santa Fe and Armour car lines. From Sacramento, 
Stockton, and Fresno to Chicago a rate of $70 was 
established, and the rate from other points was fixed 
at $82.50. This agreement provided that no rebates 
or special concessions should be granted. Beginning 
in June, 1907, a reduction in freight rates was also 
announced. This was the result of several years 
of negotiation between the Distributors and the 
Southern Pacific Company. The Distributors had 
sought a " postage stamp " or " blanket " rate of 
$1.25 per 100 pounds to all points east of Chicago. 
This was not granted, but the rate to Chicago was 
reduced from $1.25 to $1.15, and other reductions 
were made as follows: to Cincinnati, Detroit, Buffalo, 
and Cleveland, from $1.50 to $1.40; to New York, 
Philadelphia, and Baltimore, from $1.50 to $1.45; 
to Boston, from $1.56 to $1.45. 

Within a few years experiments have been made 
by experts connected with the department of agri- 
culture which have shown that fruit as ordinarily 
loaded into refrigerator cars does not become tho- 

i 12 I. C. C. Rep. p. 615. 
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roughly cooled until it is far along the route to market. 
Meanwhile the process of decay is going on. Tests 
have been made to determine the effect of thoroughly 
chilling the fruit before shipment, and it has been 
found that decay is thereby reduced to a minimum. 
" Pre-cooling " plants have therefore been established 
at the principal fruit shipping points in California, 
and at a moderate cost the temperature of the fruit 
can now be reduced within a few hours to a point 
which will effectually prevent change of condition. 
It will now be possible for the California grower to 
allow his fruit to remain longer on the trees to ac- 
quire that flavor in which it has hitherto been defi- 
cient, and the result must be an increased demand. 
With reduced rates and promise of better service, the 
California fresh fruit industry may be said to have a 
promising outlook. 

VIII 

In the literature of co-operation there is much of 
co-operative production and more of co-operative 
distribution, or better, " consumers' " co-operation, 
but little or nothing of co-operative marketing. Yet 
co-operative activity in the California fruit trade has 
concerned itself only incidentally with co-operative 
buying, and not at all with collective production, but 
most of all with the final sale of an output individually 
produced. The California Fruit Union was seized 
upon as a last resort by the growers because it prom- 
ised a means of escape from the intolerable conditions 
resulting from an oversupply of product, and a large 
prospective demand on the other edge of the conti- 
nent, together with inadequate facilities for trans- 
portation, and primitive methods of marketing. Its 
organizers had little thought of brotherly obligation 
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but much of common distress, and their motive was 
not so much gain as escape from absolute loss. The 
men chosen to manage its affairs knew little of the 
principles of co-operation, and their methods furnish 
sufficient evidence that their executive ability was 
below the standards of ordinary business. The Union 
was organized as a free democracy, and its manage- 
ment was controlled by the minority of members who 
were willing to sacrifice time to attend important 
meetings. At the first occasion for criticism those 
who had neglected to keep themselves informed of the 
details of the business were the first to desert the 
Union and deal with the commission houses. As the 
average grower went into the Union to better him- 
self, so he left it when it seemed to his interest to do 
so. It is idle to speculate upon what this organiza- 
tion might have accomplished had it been able to 
make real the dream of centralized control. It is 
enough to know that many of its shortcomings were 
due to the lack of standards both of organization and 
of method. 

The first California Fruit Exchange was doomed 
from the start, 1 notwithstanding the nominal indorse- 
ment of the state board of horticulture. Over-zealous 
in their plans and tactless in their methods, its pro- 
moters had to face the fact that those who had been 
most active in their efforts to make the Union a suc- 
cess were not with them, but instead were organizing 
the Fruit Growers' and Shippers' Association for the 
remedying of a few of the most pressing evils. 

The California Fresh Fruit Exchange (now shortened 
to " California Fruit Exchange ") was organized at 
a time when the Association was losing its hold on 
the shippers, and in the demoralized condition of the 

1 See footnote, p. 404. 
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market there was need for reducing marketing costs 
through the elimination of middlemen's profits in 
supplies, and the rebating of a portion of the com- 
mission charges. With the growth of its business, 
however, less emphasis has been placed upon these 
conserving functions of the Exchange. Its success 
is clearly due to the wisdom which its managers have 
shown in adapting their methods to the conditions 
of ordinary business while adhering to the standards 
of safety as set by the experience of the Union. 

Yet viewed in the most favorable light, the achieve- 
ments of co-operation in the marketing of California 
fruit are still largely prospective. The success of a 
single exchange is paralled by the success of a dozen 
large shipping houses, and the growers who deal with 
the shippers are generally satisfied with their treat- 
ment. Probably the views of the average fruit man 
were expressed by Mr. Howard C. Rowley, editor of 
the California Fruit Grower, at the convention of 1906, 
when he said : 

" In the matter of selling your goods, I have no patience with 
the theorists who get up and argue by the year that this or that 
particular method is the only way that any product of the soil can 
be sold to advantage. I do not think that there is any one way. 
. . . Co-operation, so far as uniformity of action or anything like 
a unanimous scale is concerned, has proved an absolute failure; 
not in theory, the theory of it is perfect, but in practice. In the 
matter of selling your products, nearly every case is different in 
some particular, and for this reason one method is the most ad- 
vantageous in one case and another in another. There is no royal 
road to the highest price for fruit." 

The other side was defended by Mr. A. R. Sprague, 
at that time president of the California Fruit Ex- 
change. " Co-operation in California," said Mr. 
Sprague, " has had its successes which have been 
continuous, and its failures, which have been almost 
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as continuous, It would be . . . ridiculous for us 
... to say after having chosen a bad method and a 
bad piece of machinery with which to attempt to effect 
co-operation, and having found that it has failed, that 
co-operation is therefore a failure. Co-operation is 
a success. It is something which is capable of dem- 
onstration, and is being demonstrated every day in 
the year. The reason why we have had so many 
failures is because we have so many times tried to do 
it wrong." x There is a wide range within which co- 
operative activity may be exercised, but always with 
recognition of the fact that motives of self interest 
will predominate over mere altruistic ideas of a few 
enlightened leaders. It is submitted that if a co- 
operative organization cannot hold its members, and 
serve them better than outsiders are served and con- 
vince them of that fact, it has no reason to exist. 

Fred Wilbur Powell. 

Philadelphia. 

1 State Horticultural Commission, Report, 1905-6, pp. 369-70, 375. 



